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Independent Auditors’ Report
The Board of Directors
Mississippi State University Foundation, Inc.:
We have audited the accompanying consolidated financial statements of Mississippi State University
Foundation, Inc. (the Foundation), which comprise the consolidated statements of financial position as of
June 30, 2013 and 2012, and the related consolidated statements of activities, changes in net assets, and
cash flows for the years then ended, and the related notes to the consolidated financial statements.
Management's Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with U.S. generally accepted accounting principles; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
consolidated financial statements that are free from material misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity's preparation and fair presentation of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity's internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Mississippi State University Foundation, Inc. as of June 30, 2013 and
2012, and the changes in their net assets and their cash flows for the years then ended, in accordance with
U.S. generally accepted accounting principles.

Jackson, Mississippi
November 4, 2013
KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
(“KPMG International”), a Swiss entity.

MISSISSIPPI STATE UNIVERSITY FOUNDATION, INC.
Consolidated Statements of Financial Position
June 30, 2013 and 2012
Assets
Cash
Restricted cash
Accrued interest, other receivables and prepaid assets
Receivable from MSU Alumni Foundation
Receivable from MSU Alumni Association
Note receivable (note 4)
Pledges receivable, net (note 3)
Investments (notes 2 and 8)
Present value of amounts due from externally managed trusts
Land, buildings, and equipment (note 5)
Total assets

2013

2012

$

1,942,202
4,697,221
2,448,333
31,616
76,020
94,035
20,515,278
366,926,041
38,487,513
10,329,525

3,426,574
4,456,975
1,286,994
5,117
77,822
152,268
18,533,904
318,283,438
34,354,678
10,370,414

$

445,547,784

390,948,184

$

1,222,631
4,697,221
28,750
4,433,883
95,189
—

1,629,719
4,456,975
2,071,535
4,065,007
86,050
188,478

10,477,674

12,497,764

39,273,797
45,953,315

23,269,373
42,749,038

85,227,112

66,018,411

63,070,573
286,772,425

45,941,266
266,490,743

435,070,110

378,450,420

445,547,784

390,948,184

Liabilities and Net Assets
Liabilities:
Accounts payable and accrued liabilities
Agency payable
Obligation under capital leases (note 9)
Liabilities under split interest agreements
Payable to Mississippi State University
Note payable (note 6)
Total liabilities
Net assets:
Unrestricted:
Net assets controlled by the Foundation
Net assets related to noncontrolling interests
Total unrestricted net assets
Temporarily restricted (note 7)
Permanently restricted (note 7)
Total net assets
Commitments (notes 8 and 9)
Total liabilities and net assets

$

See accompanying notes to consolidated financial statements.
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MISSISSIPPI STATE UNIVERSITY FOUNDATION, INC.
Consolidated Statement of Activities
Year ended June 30, 2013

Unrestricted

Temporarily
restricted

Permanently
restricted

18,582,454
8,910,418
—
4,858,749
—
19,525,272

10,776,211
25,550,365
252,050
88,450
(12,497)
(19,525,272)

17,754,210
(306,109)
2,821,084
—
12,497
—

47,112,875
34,154,674
3,073,134
4,947,199
—
—

51,876,893

17,129,307

20,281,682

89,287,882

22,879,764

—

—

22,879,764

767,803

—

—

767,803

561,094

—

—

561,094

24,208,661

—

—

24,208,661

3,487,020
3,294,249

—
—

—
—

3,487,020
3,294,249

6,781,269

—

—

6,781,269

Total expenditures

30,989,930

—

—

30,989,930

Change in net assets

20,886,963

17,129,307

20,281,682

58,297,952

(4,882,539)

—

—

(4,882,539)

16,004,424

17,129,307

20,281,682

53,415,413

Revenues and support:
Contributions
Net investment income (loss) (note 2)
Change in value of split interest agreements
Other
Change in restrictions by donors
Net assets released from restrictions

$

Total revenues and support
Expenditures:
Program services:
Contributions and support for Mississippi
State University
Contributions and support for Bulldog
Club
Contributions and support for MSU
Alumni Association
Total program services
Supporting services:
General and administrative
Fund raising
Total supporting services

Change in net assets related to
noncontrolling interests
Change in net assets controlled by Foundation

$

See accompanying notes to consolidated financial statements.
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Total

MISSISSIPPI STATE UNIVERSITY FOUNDATION, INC.
Consolidated Statement of Activities
Year ended June 30, 2012

Revenues and support:
Contributions
Net investment income (loss) (note 2)
Change in value of split interest agreements
Other
Change in restrictions by donors
Net assets released from restrictions

$

Total revenues and support
Expenditures:
Program services:
Contributions and support for Mississippi
State University
Contributions and support for Bulldog
Club
Contributions and support for Bulldog
Foundation
Contributions and support for MSU
Alumni Association
Total program services
Supporting services:
General and administrative
Fund raising
Total supporting services

Unrestricted

Temporarily
restricted

Permanently
restricted

8,240,931
(373,136)
—
3,884,805
—
20,197,270

10,777,254
(2,270,199)
73,334
108,404
(197,560)
(20,197,270)

10,696,945
790,874
(580,753)
—
197,560
—

29,715,130
(1,852,461)
(507,419)
3,993,209
—
—

31,949,870

(11,706,037)

11,104,626

31,348,459

27,461,690

—

—

27,461,690

144,190

—

—

144,190

21,375

—

—

21,375

Total

560,691

—

—

560,691

28,187,946

—

—

28,187,946

3,091,078
3,261,567

—
—

—
—

3,091,078
3,261,567

6,352,645

—

—

6,352,645

Total expenditures

34,540,591

—

—

34,540,591

Change in net assets

(2,590,721)

(11,706,037)

11,104,626

(3,192,132)

1,032,305

—

—

1,032,305

(1,558,416)

(11,706,037)

11,104,626

(2,159,827)

Change in net assets related to
noncontrolling interests
Change in net assets controlled by Foundation

$

See accompanying notes to consolidated financial statements.
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MISSISSIPPI STATE UNIVERSITY FOUNDATION, INC.
Consolidated Statements of Changes in Net Assets
Years ended June 30, 2013 and 2012

Unrestricted
net assets
controlled by
Foundation
Net assets as of June 30, 2011

$

Change in net assets from statement of
activities
Payments to noncontrolling interests
Change in total net assets

Unrestricted
net assets
related to
noncontrolling
interests

Total
unrestricted
net assets

Temporarily
restricted net
assets

Permanently
restricted net
assets

Total net
assets

24,827,789

45,200,866

70,028,655

57,647,303

255,386,117

383,062,075

(1,558,416)
—

(1,032,305)
(1,419,523)

(2,590,721)
(1,419,523)

(11,706,037)
—

11,104,626
—

(3,192,132)
(1,419,523)

(1,558,416)

(2,451,828)

(4,010,244)

(11,706,037)

11,104,626

(4,611,655)

Net assets as of June 30, 2012

23,269,373

42,749,038

66,018,411

45,941,266

266,490,743

378,450,420

Change in net assets from statement of
activities
Payments to noncontrolling interests

16,004,424
—

4,882,539
(1,678,262)

20,886,963
(1,678,262)

17,129,307
—

20,281,682
—

58,297,952
(1,678,262)

16,004,424

3,204,277

19,208,701

17,129,307

20,281,682

56,619,690

39,273,797

45,953,315

85,227,112

63,070,573

286,772,425

435,070,110

Change in total net assets
Net assets as of June 30, 2013

$

See accompanying notes to consolidated financial statements.
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MISSISSIPPI STATE UNIVERSITY FOUNDATION, INC.
Consolidated Statements of Cash Flows
Years ended June 30, 2013 and 2012
2013
Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets to net
cash used in operating activities:
Depreciation and amortization
Realized and unrealized (gains) losses on investments, net
Change in value of internally managed split interest agreements
Fair value of donated assets
Change in accrued interest, other receivables and prepaid
assets
Change in pledges receivable, net
Change in externally managed trusts
Change in accounts payable and accrued liabilities
Change in payable to Mississippi State University
Change in receivable from MSU Alumni Foundation
Change in receivable from MSU Alumni Association
Permanently restricted contributions

$

2012

58,297,952

(3,192,132)

804,077
(25,893,174)
408,822
(15,039,309)

830,651
8,850,405
105,912
—

(1,161,339)
(1,981,374)
(4,132,835)
(407,088)
9,139
(26,499)
1,802
(14,000,335)

(473,481)
(65,232)
(11,544)
(239,973)
90,048
82,535
60,096
(8,721,754)

(3,120,161)

(2,684,469)

(763,188)
(170,045,385)
162,335,265
58,233

(62,824)
(158,584,531)
155,538,860
54,903

(8,415,075)

(3,053,592)

(188,478)
14,000,335
564,825
(604,771)
(2,042,785)
(1,678,262)

(13,757)
8,721,754
614,164
(423,769)
(382,707)
(1,419,523)

Net cash provided by financing activities

10,050,864

7,096,162

Net (decrease) increase in cash

(1,484,372)

1,358,101

3,426,574

2,068,473

Net cash used in operating activities
Cash flows from investing activities:
Purchases of land, buildings and equipment
Purchases of investments
Proceeds from sales and maturities of investments
Payments on note receivable
Net cash used in investing activities
Cash flows from financing activities:
Principal payments on note payable
Permanently restricted contributions
New liabilities under split interest agreements
Payments to split interest agreement beneficiaries
Principal payments on capital lease obligation
Payments to noncontrolling interests

Cash at beginning of year
Cash at end of year

$

1,942,202

3,426,574

Supplemental disclosure of cash flow information:
Cash paid during the year for interest

$

73,911

74,403

See accompanying notes to consolidated financial statements.
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MISSISSIPPI STATE UNIVERSITY FOUNDATION, INC.
Notes to Consolidated Financial Statements
June 30, 2013 and 2012

(1)

Organization and Significant Accounting Policies
(a)

Organization
Mississippi State University Foundation, Inc. (the Foundation) is a not-for-profit entity established to
solicit and manage funds for the benefit of Mississippi State University (the University). The
Foundation also manages funds for affiliates of the University, including MSU Alumni Association,
MSU Alumni Foundation, MSU Bulldog Club, Inc. and MSU Bulldog Foundation.

(b)

Basis of Accounting
The consolidated financial statements include the Foundation and the Mississippi State Investment
Pool in which the Foundation has a significant financial interest and control. These consolidated
financial statements, which are presented on the accrual basis of accounting, have been prepared to
present balances and transactions according to the existence or absence of donor-imposed
restrictions. This has been accomplished by classification of net assets and transactions into three
classes – permanently restricted, temporarily restricted or unrestricted as follows:
Permanently restricted net assets – net assets subject to donor-imposed stipulations that they be
maintained permanently by the Foundation. Generally, the donor of these assets permits the
Foundation to use all or part of the income earned on related investments for general or specific
purposes in support of the University.
Temporarily restricted net assets – net assets subject to donor-imposed stipulations that may or will
be met by actions of the Foundation and/or the passage of time.
Unrestricted net assets – net assets that represent resources generated from operations or that are not
subject to donor-imposed stipulations. Unrestricted net assets include contributions designated to a
particular college or unit for which the use or purpose is unrestricted.
Revenues are reported as increases in unrestricted net assets unless use of the related assets is limited
by donor-imposed restrictions. Expenditures are reported as decreases in unrestricted net assets.
Gains and losses on investments and other assets or liabilities are reported as increases or decreases
in unrestricted net assets unless their use is restricted by explicit donor stipulations or by law.
Expirations of restrictions on net assets (i.e., the donor-stipulated purpose has been fulfilled and/or
the stipulated time period has elapsed) are reported as reclassifications between the applicable
classes of net assets.
Contributions, including unconditional promises to give, are recognized as revenues in the period
received. Conditional promises to give are not recognized until they become unconditional, that is,
when the conditions on which they depend are substantially met. Contributions of assets other than
cash are recorded at their estimated fair value. Contributed goods and services are recorded as
revenues and expenses in the consolidated statements of activities at estimated fair value.
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MISSISSIPPI STATE UNIVERSITY FOUNDATION, INC.
Notes to Consolidated Financial Statements
June 30, 2013 and 2012

Income and realized and unrealized gains and losses on investments of permanently restricted net
assets are reported as follows:

(c)

–

as increases in permanently restricted net assets if the terms of the gift or the Foundation’s
interpretation of relevant state law require that gains be added to the principal of a permanent
endowment fund; and

–

as increases or decreases in temporarily restricted net assets in all other cases and released
from restriction when appropriated for expenditure, except as described in Note 10(d) for
endowment funds whereby the fair value of the fund is less than the historical cost value.

Use of Estimates
The preparation of the consolidated financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the consolidated financial statements and the reported amounts of revenues and expenditures
during the reporting period. Actual results could differ from those estimates.
An estimate that is particularly susceptible to significant change in the near term relates to the
allowance for uncollectible pledges.
The Foundation’s investments are invested in various types of investment securities and in various
companies across a variety of markets. Investment securities are exposed to several risks, such as
interest rate, market and credit risks. Due to the level of risk associated with certain investment
securities, it is at least reasonably possible that changes in the values of investment securities will
occur in the near term and that such changes could materially affect the amounts reported in the
Foundation’s consolidated financial statements.

(d)

Restricted Cash
Funds held for an unaffiliated organization that retains control over the expenditures of such funds
are classified as restricted cash in the consolidated statements of financial position with a
corresponding amount in agency payable.

(e)

Land, Buildings, and Equipment
Land, buildings, and equipment are stated at cost, if purchased, or at fair value on the date of gift, if
donated. Depreciation of buildings and equipment, including assets acquired under capital leases, is
provided on the straight-line method over the shorter of the estimated useful life of the assets or the
term of the lease. The estimated useful lives for buildings are 30-40 years and furniture, fixtures, and
equipment are 5-10 years.
The Foundation assesses potential impairment to its long-lived assets when there is evidence that
events or changes in circumstances have made recovery of the carrying value of the assets unlikely.
An impairment loss is recognized when the sum of the expected future undiscounted net cash flows
is less than the carrying amount of the asset.
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MISSISSIPPI STATE UNIVERSITY FOUNDATION, INC.
Notes to Consolidated Financial Statements
June 30, 2013 and 2012

(f)

Fair Value Measurements
Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) 820, Fair
Value Measurements and Disclosures, establishes a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (Level 1 measurements)
and the lowest priority to measurements involving significant unobservable inputs (Level 3
measurements). The three levels of the fair value hierarchy are as follows:
Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities
that the Foundation has the ability to access at the measurement date;
Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for
the asset or liability, either directly or indirectly; and
Level 3 inputs are unobservable inputs for the asset or liability.
The level in the fair value hierarchy within which a fair value measurement falls is based on the
lowest level input that is significant to the fair value measurement in its entirety.
Shares or units in investment funds as opposed to direct interests in the funds’ underlying holdings,
which may be marketable, are classified as Level 2 or Level 3. Because the net asset value reported
by each fund is used as a practical expedient to estimate the fair value of the Foundation’s interest
therein, its classification in Level 2 is based on the Foundation’s ability to redeem its interest at or
near the date of the consolidated statement of financial position. If the interest can be redeemed in
the near term, the investment is classified in Level 2, otherwise the investment is classified in
Level 3. The classification of investments in the fair value hierarchy is not necessarily an indication
of the risks, liquidity, or degree of difficulty in estimating the fair value of each investment’s
underlying assets and liabilities.

(g)

Investments
Overall Investment Objective
The overall investment objective of the Foundation is to invest its assets in a prudent manner that
will achieve a long-term rate of return sufficient to fund donor-designated directives and maintain
each fund’s inflation-adjusted impact. The Foundation diversifies its investments among various
asset classes incorporating multiple strategies and managers. Major investment decisions are
authorized by the Foundation’s Investment Committee, which oversees its investment program in
accordance with an established investment policy.
Mississippi State Investment Pool
The Foundation, the University, the MSU Alumni Foundation, and the MSU Bulldog Club, Inc. are
participants in a joint venture, the Mississippi State Investment Pool (MSIP), whereby certain assets
are pooled for investment purposes. The Foundation is the investment pool’s managing member,
manages the assets of the pool, and maintains separate accounts for each participant. Investment
income, gains and losses, and expenses of the MSIP are allocated to each participant based on their
9

(Continued)

MISSISSIPPI STATE UNIVERSITY FOUNDATION, INC.
Notes to Consolidated Financial Statements
June 30, 2013 and 2012

share of ownership of the MSIP. Due to the Foundation’s significant financial interest in and control
of the MSIP, the Foundation has consolidated the MSIP reflecting the noncontrolling interests of the
other three participants in the consolidated financial statements. As of June 30, 2013 and 2012, the
Foundation’s consolidated financial statements include $45,953,315 and $42,749,038, respectively,
for their noncontrolling share within investments and unrestricted net assets related to noncontrolling
interests. The Foundation recorded $4,882,539 of gains and $1,032,305 of losses associated with
these investments for fiscal 2013 and 2012, respectively, which is reported in net investment income
(loss).
Allocation of Investment Strategies
In addition to traditional stocks and fixed income securities, the Foundation may also hold shares or
units in alternative investment vehicles involving hedged, private equity, and real asset strategies.
Hedged strategies involve funds whose managers have the authority to invest in various asset classes
at their discretion, including the ability to invest long and short. Funds with hedged strategies
generally hold securities or other financial instruments for which a ready market exists and may
include stocks, bonds, put or call options, swaps, currency hedges and other instruments, and are
valued accordingly. Private equity funds employ buyout and venture capital strategies and focus on
investments in turn-around situations. Real asset strategies include natural resources and properties
held for investment. Natural resources funds generally hold interests in timber management
organizations and master limited partnerships. Private equity and real asset strategies therefore often
require the estimation of fair values by the fund managers in the absence of readily determinable
market values. Because of the inherent uncertainties of valuation, these estimated fair values may
differ significantly from values that would have been used had a ready market existed, and the
differences could be material. Such valuations are determined by fund managers and generally
consider variables such as operating results, comparable earnings multiples, projected cash flows,
recent sales prices, and other pertinent information, and may reflect discounts for the illiquid nature
of certain investments held. Moreover, the fair values of the Foundation’s interests in shares or units
of these funds, because of liquidity and capital commitment terms that vary depending on the
specific fund or partnership agreement, may differ from the fair value of the funds’ underlying net
assets. Cash held for reinvestment consists of liquid short-term investments held by the investment
pool.
Basis of Reporting
Investments are reported at estimated fair value. If an investment is held directly by the Foundation
and an active market with quoted prices exists, the market price of an identical security is used as
reported fair value. Reported fair values for shares in mutual funds registered with the U.S.
Securities and Exchange Commission are based on share prices reported by the funds as of the last
business day of the fiscal year. Fixed income securities are based on quoted market prices or other
observable inputs such as quoted prices for similar assets or inputs corroborated by observable
market data. The Foundation’s interests in alternative investment funds are generally reported at the
net asset value (NAV) reported by the fund managers, which is used as a practical expedient to
estimate the fair value of the Foundation’s interest therein, unless it is probable that all or a portion
of the investment will be sold for an amount different from NAV. As of June 30, 2013 and 2012, the
Foundation had no plans or intentions to sell investments at amounts different from NAV. Properties
10
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MISSISSIPPI STATE UNIVERSITY FOUNDATION, INC.
Notes to Consolidated Financial Statements
June 30, 2013 and 2012

held for investment are reported at estimated fair value based on periodic appraisals conducted by
third-party appraisers who utilize the cost, sales comparison, and income capitalization approaches to
estimate the fair value of the investments. The Foundation considers recent comparables, among
other things, to adjust for any changes in fair value between the most recent appraisal date and yearend.
(h)

Pledges
All unconditional promises to give are recorded at their estimated realizable value on a discounted
basis using rates commensurate with the risks involved. Allowance is made for uncollectible pledges
based upon management’s judgment and analysis of specific accounts, past collection experience and
other relevant factors.

(i)

Split Interest Agreements
The Foundation accepts gifts subject to split interest agreements. These gifts may be in the form of
gift annuities, charitable lead trusts, charitable remainder trusts, or perpetual trusts. At the time of
receipt, a gift is recorded based upon the fair value of assets donated less any applicable liabilities.
Liabilities include the present value of projected future distributions to the annuity or trust
beneficiary and are determined using appropriate discount rates (at June 30, 2013 and 2012 rates
ranged from approximately 1% to 8%). For certain split interest agreements where the measurement
objective is fair value, the discount rate is adjusted to a current market rate at each reporting date.
Funds subject to split interest agreements are classified as temporarily restricted or permanently
restricted net assets based upon donor designations.
Externally managed trusts consist of irrevocable charitable remainder trusts and perpetual trusts
whereby the Foundation is the beneficiary, not the trustee. The Foundation records these trusts, after
discovery of their existence, at the present value of the estimated future cash receipts from the assets
of the trust.
Present value of amounts due from externally managed trusts and liabilities under split interest
agreements are classified as Level 3 measurements.
Contribution revenue attributable to split interest agreements for the fiscal years ended June 30, 2013
and 2012 was $1,586,239 and $505,955, respectively.

(j)

Income Taxes
The Foundation is a not-for-profit entity as described in Section 501(c)(3) of the Internal Revenue
Code (the Code) and is exempt from federal income taxes on related income pursuant to
Section 501(a) of the Code. Accordingly, no provision for income taxes has been made. As of
June 30, 2013 and 2012, there were no material uncertain tax positions.

(k)

Liquidity
Assets are presented according to their nearness to cash and liabilities are presented according to
their nearness of payment or use of cash.
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MISSISSIPPI STATE UNIVERSITY FOUNDATION, INC.
Notes to Consolidated Financial Statements
June 30, 2013 and 2012

(l)

Subsequent Events
The Foundation evaluated all events or transactions that occurred after June 30, 2013, through
November 4, 2013, the date the consolidated financial statements were available to be issued. During
this period, there were no material subsequent events that required accounting or disclosure
recognition in the Foundation’s June 30, 2013 consolidated financial statements.

(m)

Recent Accounting Pronouncements
The Foundation follows the provisions of FASB ASC Subtopic 958-205 for Classification of DonorRestricted Endowment Funds Subject to the Uniform Prudent Management of Institutional Funds Act
of 2006 (UPMIFA) (Subtopic 958-205). Subtopic 958-205 provided guidance about the net asset
classification of donor-restricted endowment funds for a not-for-profit organization and expanded
disclosures about endowment funds (both donor-restricted and board-designated endowment funds),
regardless of whether an organization was subject to UPMIFA. The State of Mississippi has enacted
UPMIFA effective July 1, 2012. The Foundation did not experience a material impact to the
consolidated financial statements as a result of the enactment.
In May 2011, the FASB issued Accounting Standards Update (ASU) 2011-04, Fair Value
Measurement (Topic 820): Amendments to Achieve Common Fair Value Measurement and
Disclosure Requirements in U.S. GAAP and International Financial Reporting Standards (IFRS).
The new standards do not extend the use of fair value but, rather, provide guidance about how fair
value should be applied where it already is required or permitted under IFRS or U.S. GAAP. For
U.S. GAAP, most of the changes are clarifications of existing guidance or wording changes to align
with IFRS. A nonpublic entity is required to apply the ASU prospectively for annual periods
beginning after December 15, 2011. The Foundation’s adoption of ASU 2011-04 during fiscal 2013
did not have a material impact on its consolidated financial statements.

(2)

Investments
Investments are summarized as follows as of June 30, 2013 and 2012:

Fixed income securities
Equity securities
Hedged funds
Private equity and venture capital funds
Natural resources
Short-term investments
Properties held for investment
Cash surrender value of life insurance

2013

2012

$

98,470,824
154,094,141
58,189,671
6,588,665
21,114,668
1,173,950
25,533,510
1,760,612

70,457,688
142,202,640
66,049,643
5,082,762
18,537,182
2,492,845
11,726,801
1,733,877

$

366,926,041

318,283,438

Total investments include a portion of an investment vehicle controlled by the Foundation (note 1(g)) that
totaled $45,953,315 and $42,749,038 as of June 30, 2013 and 2012, respectively. These investments
12
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MISSISSIPPI STATE UNIVERSITY FOUNDATION, INC.
Notes to Consolidated Financial Statements
June 30, 2013 and 2012

represent the amounts related to noncontrolling interests included within the accompanying consolidated
financial statements.
The Foundation has entered into various split interest agreements, including charitable remainder unitrusts
and charitable gift annuities, whereby the Foundation serves as trustee. The assets held under these split
interest agreements are included in investments at June 30, 2013 and 2012 with an approximate fair value
of $6,440,000 and $6,490,000, respectively.
The following schedule summarizes net investment income (loss) in the consolidated statements of
activities for the years ended June 30, 2013 and 2012:
2013
Dividends and interest (net of expenses of $495,766 and
$697,465, respectively)
Net realized and unrealized gains (losses)

(3)

2012

$

8,261,500
25,893,174

6,997,944
(8,850,405)

$

34,154,674

(1,852,461)

Pledges Receivable
Pledges receivable, net, are summarized as follows at June 30, 2013 and 2012:

2013

2012

9,418,443
10,098,539
2,321,833

8,723,075
11,048,818
543,647

Less unamortized discount (rates ranging from 1% to 5%)

21,838,815
(802,417)

20,315,540
(990,190)

Less allowance for uncollectible pledges

21,036,398
(521,120)

19,325,350
(791,446)

20,515,278

18,533,904

Unconditional promises expected to be collected in:
Less than one year
One year to five years
Over five years

$

$
(4)

Note Receivable
At June 30, 2013 and 2012, the Foundation had a note receivable from a related party totaling $94,035 and
$152,268, respectively. The note receivable requires semi-annual payments of $33,238 and has an interest
rate of 6% and a maturity date of August 2014.
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(5)

Land, Buildings, and Equipment
Land, buildings, and equipment are summarized as follows at June 30, 2013 and 2012:

Land and buildings
Furniture, fixtures, and equipment

$

Less accumulated depreciation
$

(6)

2013

2012

11,987,491
8,363,961

11,987,491
7,618,257

20,351,452
(10,021,927)

19,605,748
(9,235,334)

10,329,525

10,370,414

Note Payable
At June 30, 2012, the Foundation had a non-interest bearing unsecured note payable to a private foundation
in the amount of $188,478. Principal was payable as repayments was received from students. No amounts
were outstanding under this note at June 30, 2013.

(7)

Net Assets
Temporarily restricted and permanently restricted net assets at June 30, 2013 and 2012 were available for
the following purposes:
2013
Net assets
Temporarily
Permanently
restricted
restricted
Specified college programs
Student financial aid
Research
Faculty and staff support
Facilities
Other
Total

2012
Net assets
Temporarily
Permanently
restricted
restricted

$

25,127,855
24,610,548
1,872,540
5,400,078
2,764,124
3,295,428

95,831,735
116,876,438
16,506,068
47,914,506
6,965,463
2,678,215

18,405,927
15,958,459
1,291,175
3,660,535
3,104,078
3,521,092

88,283,111
107,605,266
16,506,068
44,637,780
6,955,463
2,503,055

$

63,070,573

286,772,425

45,941,266

266,490,743
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(8)

Fair Value Measurements
The following tables summarize the Foundation’s assets by major category in the fair value hierarchy as of
June 30, 2013 and 2012:
2013
Level 1
Fixed income:
Fixed income securities
$
193,154
Fixed income - mutual funds
90,013,378

Level 2

Level 3

Total

Redemption
or Liquidation

Days'
Notice

Daily
Daily

1
1

Daily
Daily
Daily/monthly

1–3
1
1 – 15

8,264,292
—

—
—

8,457,446
90,013,378

Total fixed income

90,206,532

8,264,292

—

98,470,824

Equities:
Domestic large cap/mid cap
Domestic small cap
Non-U.S. equity

369,800
49,757,457
48,713,822

53,654,091
—
1,598,971

—
—
—

54,023,891
49,757,457
50,312,793

98,841,079

55,253,062

—

154,094,141

—

—

58,189,671

58,189,671

(1)

(1)

—
—
1,173,950
—

—
—
—
—

6,588,665
21,114,668
—
25,533,510

6,588,665
21,114,668
1,173,950
25,533,510

Illiquid (2)
(3)
Daily
Illiquid (4)

—
(3)
1
—

—

1,760,612

—

1,760,612

(5)

(5)

Total investments $ 190,221,561

65,277,966

111,426,514

366,926,041

—

—

38,487,513

38,487,513

—

—

4,433,883

4,433,883

Total equities
Hedged funds
Private equity and venture
capital funds
Natural resources
Short-term investments
Properties held for investment
Cash surrender value of life
insurance

Present value of amounts due
from externally managed
trusts
Liabilities under split interest
agreements

$
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2012
Level 1
Fixed income:
Fixed income securities
$
212,916
Fixed income - mutual funds
62,155,630

Level 2

Level 3

Total

Redemption
or Liquidation

Days'
Notice

Daily
Daily

1
1

Daily
Daily
Daily/monthly
Daily

1–3
1
1 – 15
1

8,089,142
—

—
—

8,302,058
62,155,630

Total fixed income

62,368,546

8,089,142

—

70,457,688

Equities:
Domestic large cap/mid cap
Domestic small cap
Non-U.S. equity
Real estate investment trusts

422,075
33,379,308
35,180,842
5,923,761

54,654,428
—
12,642,226
—

—
—
—
—

55,076,503
33,379,308
47,823,068
5,923,761

74,905,986

67,296,654

—

142,202,640

—

—

66,049,643

66,049,643

(1)

(1)

—
—
2,492,845
—

—
—
—
—

5,082,762
18,537,182
—
11,726,801

5,082,762
18,537,182
2,492,845
11,726,801

Illiquid (2)
(3)
Daily
Illiquid (4)

—
(3)
1
—

—

1,733,877

—

1,733,877

(5)

(5)

Total investments $ 139,767,377

77,119,673

101,396,388

318,283,438

—

—

34,354,678

34,354,678

—

—

4,065,007

4,065,007

Total equities
Hedged funds
Private equity and venture
capital funds
Natural resources
Short-term investments
Properties held for investment
Cash surrender value of life
insurance

Present value of amounts due
from externally managed
trusts
Liabilities under split interest
agreements

$
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(1) Some of the hedge fund investments with redemption restrictions allow early redemption for specified fees. The terms
and conditions upon which an investor may redeem an investment vary, usually with the majority requiring 15 to 180
days notice after the initial lock up period, which may be monthly, quarterly, or annually. At June 30, 2013 and 2012, the
Foundation had no alternative investment funds for which an otherwise redeemable investment was not redeemable.
(2) These funds have 10-year terms or 12-year terms, with extensions of 1 to 4 years, and are expected to liquidate prior
to fund closing; future commitments to these funds approximate $19,000,000 and $10,600,000 at June 30, 2013 and
2012, respectively. Private equity and venture capital investments are generally made through limited partnerships. Under
the terms of such agreements, the MSIP may be required to provide additional funding when capital or liquidity calls are
made by fund managers. These partnerships have a limited existence, and they may provide for annual extensions for the
purpose of disposing portfolio positions and returning capital to investors. However, depending on market conditions, the
inability to execute the fund’s strategy, or other factors, a manager may extend the terms of a fund beyond its originally
anticipated existence or may wind the fund down prematurely. The Foundation cannot anticipate such changes
because they generally arise from unforeseeable events, but should they occur they could reduce liquidity or originally
anticipated investment returns. Accordingly, the timing and amount of future capital or liquidity calls in any
particular future year are uncertain.
(3) MSIP invests in two natural resource investments with terms ending in 2019 and 2022; both investments are subject to one
or more one to two-year extensions. Additionally, the master limited partnership allows for monthly redemptions with
30-days notice.
(4) Bulldog Forest properties may be held in perpetuity or liquidated at the Foundation’s discretion. Other properties are for
immediate sale.
(5) The Foundation currently has no plans to surrender these policies prior to maturity, but cash would be realized in a
minimal amount of time if an insurance policy is cancelled.

The following table presents the Foundation’s activities for the years ended June 30, 2013 and 2012 for
investments classified in Level 3:

Hedged funds

Private equity
and venture
capital funds

64,247,790
2,000,000
(132,315)

4,309,013
1,633,187
(1,431,903)

16,521,777
11,600,256
(9,814,729)

14,723,873
185,604
(3,899,680)

99,802,453
15,419,047
(15,278,627)

(65,832)

572,465

229,878

717,004

1,453,515

Fair value at June 30, 2012

66,049,643

5,082,762

18,537,182

11,726,801

101,396,388

Acquisitions
Dispositions
Net realized and unrealized
gains (losses)

—
(10,154,601)

2,760,405
(2,003,065)

438,861
(321,710)

15,039,309
(519,797)

18,238,575
(12,999,173)

2,294,629

748,563

2,460,335

(712,803)

4,790,724

58,189,671

6,588,665

21,114,668

25,533,510

111,426,514

Fair value at June 30, 2011
Acquisitions
Dispositions
Net realized and unrealized
gains (losses)

Fair value at June 30, 2013

$

$
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For the years ended June 30, 2013 and 2012, the changes in present value of amounts due from externally
managed trusts classified as Level 3 are as follows:

2013

2012

Balance, beginning of year
Contributions
Terminations
Change in valuation

$

34,354,678
1,385,223
(250,000)
2,997,612

34,343,134
250,000
—
(238,456)

Balance, end of year

$

38,487,513

34,354,678

For the years ended June 30, 2013 and 2012, the changes in liabilities under split interest agreements
classified as Level 3 are as follows:
2013

2012

Balance, beginning of year
Change in valuation
Additions
Annuity payments
Terminations

$

4,065,007
408,822
818,707
(604,771)
(253,882)

3,768,700
105,912
619,045
(423,769)
(4,881)

Balance, end of year

$

4,433,883

4,065,007

(a)

Contributions Receivable
Unconditional promises to give are recognized initially at fair value as contributions revenue in the
period such promises are made by donors. Fair value is estimated giving consideration to anticipated
future cash receipts (after allowance is made for uncollectible contributions) and discounting such
amounts at a risk-adjusted rate commensurate with the duration of the donor’s payment plan. These
inputs to the fair value estimate are considered Level 3 in the fair value hierarchy. In subsequent
periods, the discount rate is unchanged and the allowance for uncollectible contributions is
reassessed and adjusted if necessary. Amortization of the discounts is recorded as additional
contribution revenue.

(b)

Other Receivables and Payables
The carrying amounts of receivable from MSU Alumni Foundation, receivable from MSU Alumni
Association, note receivable, other receivables, accounts payable and accrued liabilities, and payable
to Mississippi State University approximate fair value because of the short-term maturity of these
instruments.
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(9)

Leases
The Foundation has entered into a lease agreement that expires October 2013 for the use of equipment.
Future minimum lease payments under the capital lease obligations are as follows:

Total future minimum lease payments
(due in fiscal 2014)

$

Amount representing interest

31,270
(2,520)

Present value of net minimum
lease payments
$

28,750

The equipment recorded under the capital lease agreement is included in property and equipment at an
original cost of $230,000 with accumulated depreciation of $201,250 and $172,500 as of June 30, 2013
and 2012, respectively.
On June 21, 2013, the Foundation purchased an airplane previously held under a capital lease which was
set to expire in August 2014. The purchase price of the airplane was $2,388,888 and was in excess of the
remaining balance due on the capital lease of $1,675,852 as of the purchase date. The excess purchase
price was applied to the cost of the asset which is held within property and equipment on the consolidated
statements of financial position.
(10) Endowment
The Foundation’s endowment consists of more than 1,000 individual donor-restricted endowment funds
established for a variety of purposes. As required by accounting principles generally accepted in the United
States of America, net assets associated with endowment funds, including funds designated by the Board of
Directors of the Foundation (the Board) to function as endowments, are classified and reported based on
the existence or absence of donor-imposed restrictions.
(a)

Interpretations of Relevant Law
The Board has interpreted the State of Mississippi Code of 1972 §79-11-701 through §79-11-719
cited as UPMIFA as requiring the Board to use reasonable care, skill, and caution as exercised by a
prudent investor, in considering the investment management and expenditures of endowment funds.
In accordance with UPMIFA, the Board may expend so much of an endowment fund’s net
appreciation as the Board determines to be prudent for the uses and purposes for which the
endowment fund is established, consistent with the goal of conserving the long-term purchasing
power of the endowment fund. The Board considered the following factors in making its
determination:
1) The purpose of the Foundation
2) The intent of the donor of the endowment fund
3) The terms of the applicable instrument
19
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4) The long-term and short-term needs of the Foundation and the University in carrying out their
purposes
5) General economic conditions
6) The possible effect of inflation or deflation
7) The other resources of the Foundation and the University
8) Perpetuation of the endowment
As a result of this interpretation, the Board classifies as permanently restricted net assets (a) the
original value of gifts donated to a permanent endowment and (b) the original value of subsequent
gifts to the permanent endowment. The remaining portion of the donor-restricted endowment fund
that is not classified as permanently restricted net assets is classified as temporarily restricted net
assets until those amounts are appropriated for expenditure in a manner consistent with the standard
of prudence prescribed by UPMIFA. However, by Board policy, any appreciation is considered an
asset of each individual endowment fund and is not appropriated for general Foundation or
University use.
Where the Board designates unrestricted funds to function as endowments, they are classified as
unrestricted net assets.
(b)

Spending Policy
The Foundation’s spending policy is designed to provide for positive growth in the market value of
its endowment, net of distributions, over an extended period of time. In establishing this policy, the
Board considered the long-term expected return of the endowment investment pool and the goal of
maintaining the purchasing power of the endowment asset. Over the long-term, the current spending
policy is designed to return a net positive gain in market value (growth) after spendable transfers.
The annual rate for spendable transfers, distributed semi-annually, is 4% of the investment pool’s
average unit value over the most recent 36-month period. In addition, each endowed fund is assessed
an annual 1.50% administrative fee. This fee covers administrative costs related to the operations of
the MSIP, and is a portion of the funding mechanism for the development and alumni programs of
the University.

(c)

Investment Policy
The Foundation’s investment objectives are to provide an annualized real (adjusted for inflation) rate
of return of 5.50% or more in order to preserve, or increase, the purchasing power of endowment
capital, while generating an income stream to support activities of the funds held for the colleges and
units of the University. This policy is designed to tolerate volatility in short and intermediate-term
performance. The endowment assets are invested as a part of the investment pool, as discussed in
note 1(g).
To satisfy its long-term rate of return objectives, the pool embraces a total return strategy in which
investment returns are achieved through both capital appreciation (realized and unrealized) and
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current yield (interest and dividends). The Foundation, through the MSIP, targets a diversified asset
allocation that includes global equities, fixed income, natural resources, and hedge strategies to
achieve long-term objectives within prudent risk constraints.
Endowment net asset composition by type of fund as of June 30, 2013 and 2012:

Unrestricted
Donor-restricted endowment
funds
Board-designated endowment
funds
Total funds

Donor-restricted endowment
funds
Board-designated endowment
funds
Total funds

$

$

$

$

Temporarily
restricted

2013
Permanently
restricted

Total

29,425,866

235,005,290

263,995,670

23,184,623

—

—

23,184,623

22,749,137

29,425,866

235,005,290

287,180,293

Unrestricted

Temporarily
restricted

(2,520,229)

16,352,458

218,894,891

232,727,120

12,111,819

—

—

12,111,819

9,591,590

16,352,458

218,894,891

244,838,939

(435,486)
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Changes in endowment net assets for the fiscal years ended June 30, 2013 and 2012:

Unrestricted
Endowment net assets,
beginning of year
Investment return:
Investment income
Net appreciation (depreciation)
(realized and unrealized)

$

Temporarily
restricted

2013
Permanently
restricted

Total

9,591,590

16,352,458

218,894,891

244,838,939

862,653

2,904,040

—

3,766,693

2,660,777

21,466,534

(306,109)

23,821,202

3,523,430

24,370,574

(306,109)

27,587,895

Contributions

10,500,000

—

Appropriation of endowment
assets for expenditure

(1,189,753)

Total investment return

Other changes:
Other transfers
Change in restrictions by donor
Endowment net assets,
end of year

323,870
—
$

22,749,137

22

(11,297,166)

16,404,011
—

26,904,011
(12,486,919)

—
—

—
12,497

323,870
12,497

29,425,866

235,005,290

287,180,293
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Endowment net assets,
beginning of year
Investment return:
Investment income
Net appreciation (depreciation)
(realized and unrealized)

$

Total investment return

Unrestricted
11,677,839

27,700,700

209,183,996

248,562,535

525,810

2,318,687

—

2,844,497

(4,588,885)

790,874

(5,769,395)

(1,445,574)

(2,270,198)

790,874

(2,924,898)

—
(766,484)

Other changes:
Other transfers
Change in restrictions by donor
Endowment net assets,
end of year

(d)

125,809
—
$

Total

(1,971,384)

Contributions
Appropriation of endowment
assets for expenditure

2012
Permanently
restricted

Temporarily
restricted

9,591,590

—
(9,078,044)

8,722,461
—

8,722,461
(9,844,528)

—
—

—
197,560

125,809
197,560

16,352,458

218,894,891

244,838,939

Funds with deficiencies
As a result of market declines for certain recently established endowments, the fair value of certain
donor-restricted endowments was less than the historical cost value (original gift/book value) of such
funds (underwater) by $435,486 and $2,520,229 as of June 30, 2013 and 2012, respectively.
These losses have been recorded as reductions in unrestricted net assets in accordance with
accounting principles generally accepted in the United States of America. Future gains will be used
to restore this deficiency in unrestricted net assets before any net appreciation above the historical
cost value of such funds increases temporarily restricted net assets.
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